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SUBJECT: BRAZILIAN CONCERN OVER PROPOSED CHANGE IN OPIC 
POLICY 

1 . AMBASSADOR PINHEIRO MET THE AFTERNOON OF AUGUST 18 WITH 
DEPUTY ASSISTANT SECRETARY FOR INTER-AMERICAN AFFAIRS 
ARELLANO AND OTHER STATE OFFICERS TO EXPRESS HIS GOVERN- 
MENT'S CONCERN OVER A PROPOSED CHANGE IN THE POLICY OF THE 
OVERSEAS PRIVATE INVESTMENT CORPORATION. THIS CHANGE WOULD 
RESTRICT THE AVAILABILITY OF OPIC PROGRAMS FOR PROJECTS IN 
BRAZIL. 
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2. FYI. THE OPIC BOARD OF DIRECTORS IS CURRENTLY DEVELOP 
ING NEW POLICY ON COUNTRY ELIGIBILITY FOR OPIC COVERAGE 
WHICH WOULD RESTRICT ITS ACTIVITIES IN UPPER INCOME LDCS. 

THE POLICY WILL BE BASED ON ADMINISTRATION ECONOMIC 
POLICY GROUP RECOMMENDATIONS OF LAST MAY. 

OPIC ACTIVITIES MAY BE RESTRICTED IN COUNTRIES THAT HAVE 
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A PER CAPITA GNP EXCEEDING $1,000 IN 1975 DOLLARS. OPIC 
PROPOSES THAT CERTAIN EXCEPTIONS WOULD BE MADE IN FIELDS 
SUCH AS FUEL AND MINERAL DEVELOPMENT, SMALL BUSINESS, AND 
COOPERATIVES. END FYI. 

3. ARELLANO POINTED OUT TO THE AMBASSADOR THAT THE OPIC 
BOARD HAD NOT YET PASSED GUIDELINES IMPLEMENTING CHANGES 
IN OPIC POLICY, AND THAT WHILE CERTAIN PROGRAMS IN BRAZIL 
MIGHT NOT QUALIFY UNDER THE TENTATIVE NEW CRITERIA, 

EXISTING OPIC COVERAGE WOULD NOT BE AFFECTED. HE STRESSED 
THAT OPIC WAS RESPONDING TO CARTER ADMINISTRATION DECISIONS 
THAT THE FOCUS OF OPIC PROGRAMS SHOULD BE ON THE LOWER 
INCOME LDCS, OF WHICH BRAZIL CERTAINLY WAS NOT ONE. 

4. AMBASSADOR PINHEIRO ACCEPTED THE FACT THAT THE PROPOSED 
OPIC CHANGES WERE NOT INTENDED TO DISCRIMINATE AGAINST 
BRAZIL FOR ANY REASON.HE URGED THAT THE OPIC BOARD CONSIDER 
EXCEPTIONS FOR SMALLER COMPANIES THAT LOOKED TO OPIC 
INSURANCE FOR PSYCHOLOGICAL SUPPORT WHEN INVESTING OVERSEAS. 
HE WAS ALSO ASSURED THAT THE PROPOSED NEW CRITERIA WOULD 
NOT CHANGE OR ABROGATE THE BILATERAL AGREEMENT ON THIS 
SUBJECT BETWEEN THE U.S. AND BRAZIL. 

5. ON A RELATED SUBJECT, THE AMBASSADOR STATED THAT THE 
BRAZILIAN GOVERNMENT HELPED INDIGENOUS INDUSTRY OBTAIN 
PREFERENTIAL ACCESS TO AVAILABLE DOMESTIC CAPITAL SINCE 
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MOST FOREIGN COMPANIES COULD EASILY GET FINANCING ON 
WORLD MONEY MARKETS. THE POLICY IS NOT DISCRIMINATORY 
TO NEW FOREIGN INVESTMENT, HE ASSERTED, ONLY PROTECTION 
OF BRAZILIAN INDUSTRY AGAINST "UNFAIR COMPETITION" IN THE 
DOMESTIC CAPITAL MARKET BY FOREIGN CORPORATIONS. HOWEVER, 
FOREIGN-OWNED SUBSIDIARIES COULD OBTAIN DOMESTIC FINANCING 
IF THEY COOPERATED IN THE IMPORT-SUBSTITUTION AND EXPORT 
EXPANSION PROGRAMS. 

6. OPIC VICE PRESIDENT FOR DEVELOPMENT, ROBERT S. SMITH, 

AND DIRECTOR FOR LATIN AMERICA (INSURANCE), B. THOMAS 
MANSBACH, MET WITH AMBASSADOR PINHEIRO ON AUGUST 24 TO 
PROVIDE ADDITIONAL COMMENT ON PROPOSED CHANGE IN OPIC 
POLICY. 

CHRISTOPHER 
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